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REPLY COMMENTS OF THE SBC COMPANIES

Southwestern Bell Telephone Company, Pacific Bell and Nevada Bell

("collectively, the SBC Companies") hereby respond to the comments filed on the

petition for rulemaking filed by the Consumer Federation ofAmerica, International

Communications Association, and the National Retail Federation (CFA). In their

comments in this proceeding, the SBC Companies urged the Federal Communications

Commission (Commission) to reject the CFA Petition as an untimely petition for

reconsideration ofthe Access Charge Reform Order.!

The SBC Companies respond here to those comments supporting the CFA

Petition. In particular. the SBC Companies respond to the AT&T Corp (AT&T), LCI

International (LCI), Competitive Telecommunications Association (Comptel), World

1 Access Charge Reform, CC Docket No. 96-262, First Report and Order, (FCC
97-158) (ReI. May 16, 1997) (Access Charge Reform Order.)



Com, Inc (WorldCom), Excel Telecommunications, Inc. (Excel), Competition Policy

Institute (CPI), Telecommunications Resellers Association (TRA). and American

Petroleum Institute (API) comments filed in this proceeding. All of these .cOI1U1lents are

all too ready to "bury" the Commission's market-based approach in favor of a

prescriptive approach because, as AT&T puts it, "interstate access char~cs far exceed

competitive market levels." The CFA Petition and these commentors all ignore a key fact

-- usage-based rates have already decreased as a result of access charge refonn. All

interexchange carriers (!XCs), however, have not flowed through their reductions to their

customers. 2

One reason that access charges have not yet decreased as much as some

commentors may wish is that the Commission has not yet made explicit the implicit

support contained in access rates. The SBC Companies have noted this point in their

appeal ofthe Access Charge Reform Order. If the Commission had implemented the new

Universal Service Fund (USF) procedures effective 1-1-98 as the Commission has

outlined in that docket, access charges would have decreased even more than they already

have in the past eight months.

All of the listed comments also plainly ignore another reason why access charges

have not decreased more than they already have - the Commission has, to date, failed to

issue the long awaited pricing flexibility order in the Access Charge Refonn docket.

Clearly, ifthe pricing flexibility granted to the price cap LEes is meaningful (at a

minimum, including the ability to respond to customer requests for proposals, and

2 See attached letter from Mr. Roy Neel, USTA, to Chainnan William Kennard,
FCC, dated Febnwy 11, 1998.
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contract pricing), many access customers will see further price decreases, and thus, the

desire of the commentors for lower access rates will be fulfilled. Nevertheless, without

meaningful pricing fl~xibility, this desire cannot be met.

Instead ofburying the Commission'5 market-based approach, these commentors

should recognize that the Commission must be allowed to issue its pricing flexibility

order to see if the market-based approach can indeed work. It is all too easy to doom the

Commission's approach when it has truly not yet all been revealed.

Nonetheless, the commentors would have the Commission abandon its market-

based approach and not issue the pricing flexibility phase ofthat approach in light of

adopting a new, prescriptive based approach which would entail further lengthy

development of a new recordJ This path must be avoided.

Southwestern Bell Telephone Company (SWBT), on its 0'WIl, has attempted to

lower certain access charges on more than one occasion but has been rejected in each of

its attempts over the past few years. In SWBT's Transmittal No. 2633, SWBT responded

to a request from AT&T for lower prices in light ofthe competition that AT&T

described. SWBT filed rate reductions to respond to AT&T's request only to have

AT&T reverse course and oppose those rates in the tariffproceeding...

3 The AdHoc Telecommunications Users Committee (AdHoc) advocates a form of
pricing flexibility for price cap LEes, but ties it to prescribing access rates at TSLRIC
levels. It is difficult to understand how a price cap LEe is to be given any ''pricing
flexibility" if its rates are ''reset'' at TSLRIC levels. (AdHoc at p. 4.)

.. Southwestern Bell Telephone Company TariffFCC No. 73, CC Docket No. 97­
IS8, Transmittal No. 2633.Order Concluding Investigation and Denying Application for
Review (FCC 97-394) (ReI. November 14, 1997) (rejecting Transmittal No. 2633).
SWBT has filed for reconsideration of this order.
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Prior to the filing ofTransmittal No. 2633, SWBT filed Transmittal No. 2433 in

February 1995 in order to compete for business that Mer Telecommunications put out for

bid. The Commission~ at AT&T's urging, rejected this transmittal a.; well.. but the U.S.

Court of Appeals for the D.C. Circuit remanded this rejection to the Commission.s

If any of the commentors in this proceeding were serious about allowing access

charge rates to fall, those parties should have supported SWBT's Transmittal Nos. 2433

and No. 2633. In light of the fact that some of the commentors have in fact opposed

those rate reductions, one must suspect their motives here.6

5 Southwestern Bell Tel. Co. v. FCC, 100 F.3d 1004 (D.C. Cir. 1996).
6 AT&T uses this proceeding to complain about SWBT's intrastate access rates in

Texas. (AT&T at p.IS.) Even though those rates are irrelevant to the issues raised in the
CFA Petition, the SBC Companies note that AT&T is comparing "apples and oranges."
AT&T implies that the Texas rate is high by comparing it to a proposed promotional rate
in Oklahoma. SWBT has not yet filed any interLATA rates in Texas. SWBT's average
switched intrastate originating MOV access rate in Oklahoma is $0.012.
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CONCLUSION

For the foregoing reasons, the sac Companies respectfully request that the

Commission reject the CFA Petition.

Respectfully submitted,

SOUTHWESTERN BELL TELEPHONE COMPANY
PACIFIC BELL

NEV~L ~~.
By: C ~

Robert M. Lynch
Durward D. Dupre
Michael J. Zpevak
Thomas A. Pajda
One Bell Plaza, Room 2403
Dallas, Texas 75202
214-464-5307

Their Attorneys

February 17, 1998
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FcbruIry 11.1991

The Koaorab1e William E. Kennard
ChaUman
Fedora1 Communic:aUGI19 CornmisIioD
1919 M Saet, NW
Room 814
Washington. D.C. 20554

Re: CUIIOD'IIr Impact ofNew IXC Charges

Dear Chairman KeanII'Cl:

As you me well awaa. on J8DIIIIY I. 1991. whoIe.aes aflllJlUlltOlY cblnCIS bcGame
cffecti~ AS Ihe Commission condDUe4 iu dI'orIs Ie) foI1Cr ael KCCIcrat8 cawapedtian ia all
~JcaammWljca\ioas marIcecs. In CC J)ocJccI No.~S .. the new WliveaalllLWiAe I\md. was
initiated wbich Rquircd lhal all aelecommuniGaUoas eatri.. a:amribulc 10 lise new schools 8JV1
libraries and nu:al balm "te mecllanilms u wen .. to =cpanded low JDcome ... rural. hilh COSI

and insulaumocMnisms. In CC Docket No. 9G-2Q. th. Commission bepn a mudl-necded
rcslrucwri1\i ofintencate access charps and leduced uaae-scalitivei~ access cbatg~.

The Commission dinc&ed the price eap incumblftc lccal achanBD Cllricn (!LEes) to recover
thos~ charscs insead through more economical and efficient fIat-l'8le cbarges.

As a result ofdie rc5ll'UClUrina ofaccess chIItgel- ILEes reduced UJc per-minute rilleS

paid b}' inlc:mcehaaae carr1ft5 (IXCs) by approximalCly 53 billiOft 10 reflecr1be M1 amount of
the reduetiol1S in UIIee.bued c..... adopced by the Commission. These redUC(ions became
effective on jan~ 1_ 1998. or,oune dIAL amo\lllt does not Include the eseimated S1.7 billion
in IICcess ~hafBe reductions rcsubilll from lhe operIIion ofprice cep tIIgu.lalion which bccamI
effective on July I, 1997. AS you know. 1M J• .." 1 reltJucblriae. did DOt bring any II8W
revenues 10 the ILICs. The resuucLurinl did provide 1hI !XCs wiIh twa choic:eS1O benefit
consumers. ncy could choose noc to charae me new pnsublcribod intern.ebanle cirri..dW'se
(PICe) to their '.!'d user CUSIOmer:s. thereby fCCOJDiDftJ «he savings resllldni from tho lower
~cs:css charges or they could apply the PIce 10 &heir end user customers and lower cheir long
diswl'c "Ucs.



Cb&IinnBD Xmlwd
FobnW'y 11, 1~911

PIIge 2

It is appatellt that 1hc lXCs lie doiDs cei1blr, but iute8d In biWnl cheir end Qlef

customers far bOlh1hcir DCW uNvenal service c:oatnlJuCioa as VM}l as the ptec wilhout reducing
their pes' mm1l1c IOU ras. USTA bas bccD delupd with calls &om its member compallies.
pani~ularly its ROD-pric:e cap membm who have DAC iu1iUCcla PICe, wha. euat.omas an
cOIlfu5cd aDd OUIhiIed over Ihcse new bills. 1U1Id~ that the fCC has received such calls as
well. The PIce is dJarac1crjzed IS a aocmier line dslrJe7J 01'. "nIliaaal KellS fie". While it
may be the IXCs' option U1 usess cbeIc nIW cbarps fA t1leit end user CUIUIIDalS. die lXes
shouJd nat be pennia" fD misfllf'onD Eheir CUllGlllas. dJrnP dIeir 800 mnbeJs. websites
and/or billing messages lhaItbc:se DeW eharses are atuilNtable 10 loc:aJ telephone companil!s or
that the rxCs an: not profiling hill mas. chimps.

The ILEes were ardmd to lower tho per miA1ac iArcntIIe IU:coa chirps 10 )XCs aDd
they have done so. TJ\qe rr:duaiou have not beaD. .......,...i. by a reduction ia laag distaa=
ratC5~ so the IXC, are iodced makin. aSQbsCandIl...prafit. Alrbouch USTA hal limited
ICC&=SS '&0 IXC data. USTA CSbmalaS that while ",palenciag IIlIftlJUl iac:rease in costs of
apptO:ltimalely S26S m.tIliaft as a net resuh of1hc lmiveral ta'Yice aid access .,.mueture
dceislOn.s.. the lXCs have increased charges to r:u5fomers by apPrDJCimareJy 52.3 bjlJion with no
offsetting long dillal'lCc decresses.

CUSlomtlS dcsarve aD accuralc and ClmlpI_lIftdIrIIIndin. ofwIw these new charges
arc and ncoed to kno~whcIhcr they ~1l see afty redllClian ift meir JODI CUSIaI'ICC rates as a result
oflhe reductions impJemenled by the JLECs. USTA is workml now fQ lee ICCUNI'I! warm.ian
01\ lh~sc r:hanses 10 irs me",~rs. USTA is also willing 10 assiSI1he Commission in any W1Iy it
can to lIel this infannation 10 dle publil:.

COfdialty.
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